e The transfer of Deleo Electronies (Deleo . the
automotive electronies subsidiary ot Hughes, trom
Hughes 1o GM's Delphi Automative Svstems and a
realiocation of the derivative interest in the earnings
ot Delco currently held by Class H common stock-
holders to holders of $1-% par value common stock:
and

» The recapitalization ot Class H common stock
into a tracking stock linked to the relecommunica-
tions and space business of Hughes. GM would con-
rinue to own 100% of Hughes. which would hold
and operate its existing telecommunications and
space business.

The distribution of stock in the Hughes defense
business to holders of GM Class H and $1-% par
value common stock would be in a ratio that would
be determined by GM’s Board of Directors to be fair
to both classes of stockholders and would reflect:

(1) a pro rara spin-off of the Hughes defense busi-
ness to holders of GM Class H and $1-% par value
Class H common stock; (2) a partial reallocation of
the Hughes defense business from holders of GM
$1-% par value common stock to holders of Class H
common stock in exchange for the derivative inter-
est in the earnings of Delco currently held by the
Class H stockholders; and (3) other effects and fac-
tors relating to the planned transactions. Such a dis-
tribution ratio will be set by GM's Board of
Directors at a time closer to GM’s distribution of the
solicitation statement/ prospectus pursuant to which
GM stockholders will be asked 1o approve the trans-
actions.

The planned transactions are subject to approval
by holders of GM $1-% par value and Class H com-
mon stock. In addition, the merger of the Hughes
defense business with Raytheon, which is contingent

upon the spin-off of the Hughes defense business. is

subject to approval by the stockholders of Raytheon.

The planned transactions also are subject to a vari-

ety of regulatory approvals and actions, including

anti-trust clearance and receipt of rulings by the
Internal Revenue Scrvice that the spin-oft of the
Hughe: defense business would be tax-free 1o GM
and its stockholders.

The spin-oft is not being proposed in a manner
that would result in a recapitalization of Class H
common stock into $1-% par value common stock
at a 120% exchange ratio, as currently provided for
under certain circumstances in GM’s Restated
Certificate of Incorporation. as amended.

No assurances can be given that the above trans-
actions will be completed; however, management of
GM and Hughes and GM's Board of Directors
expect to solicit stockholder approval during late

1997, after certain conditions are satisfied.
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SeLecTeD QUARTERLY DATA (UNAUDITED) (Dollars in Millions Except Per Share Amounts)

1996 Quarters 1995 Quarters

st and 3d 4th st 2nd 3rd ath
Revenues $3,736.7 $4,062.5 $3,822.6 54,2961  $35788 $3723.6 $3.4413 $4.028.1
income before income taxes 5-42725 7 S 4483 3 3466.2” S E’Z'i—g 5“_45653 § 4363 $ 3106 S 4437
Income taxes 1814 172.3 144.7 973 1654 178.8 1216 179.8
Net income S 2811 § 2760 $ 2215 5 2503 § 2379 § 2575 S 1890 S 2639

Earnings used for computation of

available separate consolidated

net income S 3117 § 3066 § 2520 5 2809 § 2689 § 2884 3 2561 § 2944
Average number of shares of General

Motors Class H common stock

outstanding (in millions) 97.4 98.2 98.8 99.3 94.2 95.4 95.9 96.5
Class H dividend base (in millions) 399.9 399.9 399.9 3999 3999 399.9 3999 3999
Available separate consolidated

net income $ 760 $ 752 % 623 § 698 $ 633 § 688 § 614 § 714

Net earnings attributable to
General Motors Class H
common stock on a per

share basis $0.78 $0.77 $0.63 $0.70 $0.67 $0.72 $0.64 $0.74

Stock price range of General
Motors Class H common stock

High $63.38 $68.25 $61.38 $59.25 $41.75 $41.63 $42.75 $50.00
Low $45.00 $57.50 $53.13 $49.50 $33.25 $37.75 $39.13 $39.50
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Selected Financial Data (UNAUDITED)

{Dollars in Millions Except Per Share Amounts)

1996 1995 1994 1993 1992

Revenues $15,917.9 $14,771.8 $14,099 4 $13,5175 $12,2971
Earnings (Loss) used for computation

of available separate consolidated

net income (loss) 5 1,151.2 $ 1,107.8 $ 1,049.2 $ 9216 $ (921.6)
Average number of shares of General

Motors Class H common stock

outstanding (in millions) 98.4 95.5 921 88.6 753
Class H dividend base (in millions) 399.9 399.9 3999 399.9 3999
Available separate consolidated net income (loss) s 2833 $ 2646 2416 204.5 $ (1423)
GM Class H cash dividends $ 944 $ 87.9 73.8 64.1 $ 533
Dividend payout ratio (V) 35.7% 36.4% 36.0% N/A 51.0%
Earnings (Loss} attributable to General

Motors Class H common stock on a

per share basis before cumulative

effect of accounting changes $2.88 $2.77 $2.70 $2.30 $(0.11)
Earnings (Loss) attributable to General

Motors Class H common stock on a

per share basis after cumulative

effect of accounting changes $2.88 $2.77 $2.62 $2.30 $(2.29)
Capital expenditures (2} $ 8402 $ 8203 $ 7463 $ 5800 $ 5585
"Cash and cash equivalents $ 1,161.3 $ 11395 $ 1.501.8 $ 1,008.7 $ 7027
Working capital $ 28794 $ 25020 $ 2,6955 $ 2,165.2 $ 16924
Total assets $16,480.1 $15,974.4 $14,850.5 $14,117.1 $14,209.2
Long-term debt and capitalized leases $ 345 § 2588 § 3535 $ 4168 $ 7110
Return on equity* 3 11.6% 11.5% 12.1% 11.3% (13.9%)
Income (Loss) before interest and taxes as

a percent of capitalization (9 18.3% 18.7% 19.0% 18.0% (2.3%)
Pre-tax return on total assets 5 10.1% 10.3% 10.6% 9.7% (1.8%)

(1) GM Class H cash dividends divided by available separate consolidated net income for the prior year.
(2) Includes expenditures related to telecommunications and other equipment amounting to $187.9 million, $274.6 million, $255.8 million, $131.1 million, and $101.6 million in

1996, 1995, 1994, 1993, and 1992, respectively.

includes unfavorable cumulative effect of accounting changes of $30.4 million in 1994 and $872.1 million in 1992.

(3) Net Income (Loss) divided by average stockholder’s equity (General Motors' equity in its wholly-owned subsidiary, Hughes). Holders of GM Class H common stock have no
direct rights in the equity or assets of Hughes, but rather have rights in the equity and assets of GM (which includes 100% of the stock of Hughes).
(4) Income (Loss) before interest and taxes divided by average stockholder's equity plus average debt.

(5) Income (Loss) before income Taxes divided by average total assets.
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-HAT IS CLASS H STOCK*™

GM Has Two Classes of Common Stock

This annual report is prepared for the benefit of
holders of General Motors Corporation ("GM")
Class H common stock. GM has two classes of
common stock, Class H (ticker symbol GMH) and
$1-2/3 par value (ticker symbol GM). Holders of
Class H common stock have no direct rights in the
equity or assets of Hughes Electronics Corporation
(Hughes), but rather have rights in the equity and
assets of GM, which includes 100 percent of the
stock of Hughes. For purposes of determining the
approximate earnings per share attributable to Class
H common stock for financial reporting purposes,
an investor may divide the quarterly Hughes earn-
ings allocated to Class H common stock (the
Available Separate Consolidated Net Income of
Hughes) by the weighted-average number of shares
of Class H common stock outstanding during such
quarter. Earnings per share of GM $1-2/3 par value
common stock are calculated on the consolidated
earnings of GM excluding the aggregate earnings
attributed to the outstanding shares of Class H

common stock.

Class H is a GM Stock with Dividend Payments
Linked to the Performance of Hughes

Class H common stock, which is issued by GM,
is designed to provide holders with financial returns
based on the performance of Hughes and not the
performance of any other GM subsidiaries, divi-
sions, or operations. The current dividend policy of
the GM Board of Directors is to pay quarterly divi-
dends on Class H common stock at an annual rate
equal to approximately 35 percent of the Available
Separate Consolidated Net Income of Hughes for
the prior year as described herein. The Board may
change dividend practices and policies with respect
10 Class H common stock, or any other class of GM

common stock, at any time.
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Earnings Attributable to Class H Stock are
Not Affected by Hughes Aircraft Company
Acquisition intangibles

The Hughes Consolidated Statement of Income
reflects amortization and adjustment of purcl;\ase
accounting adjustments arising from GM's acquisi-
tion of Hughes Aircraft Company in 1985 of $122.3
million in 1996, $159.5 million in 1995 and $123.8
million in 1994. Also, $2.7 billion and $2.8 billion,
respectively, of related unamortized intangible assets
are included in the December 31, 1996 and 1995
Consolidated Balance Sheet. GM's Certificate of
Incorporation provides that, in calculating the
amount available for payment of dividends on Class
H stock (which amount is also used to calculate the
earnings attributable to Class H stock on a per share
basis), amortization and adjustment of the excess
purchase price for the acquisition of Hughes Aircraft
Company will not be charged against the earnings of
Hughes. For purposes of calculating the amounts
available for payment of dividends on Class H stock
and on the $1-2/3 par value stock, amortization and
adjusrment of such purchase accounting adjust-

ments is charged against the amounts available for

e A A 4 A A i —— A -

the payment of dividends on GM’s $1-2/3 par value
stock, not the Class H stock. This annual report also

provides supplemental dara that enables readers to

1

review the financial performance of Hughes, exclud-
ing amortization and adjustment of GM purchase -
accounting adjustments related to Hughes Aircraft

Company.

**Not a part of the Notes to Consolidated Financial Statements.
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DECLARATION OF SCOTT B. TOLLEFSEN

I, Scott B. Tollefsen, hereby declare under penalty of perjury that:

Dated:

[ am a Vice President of Hughes Communications, Inc.

The foregoing is a true and correct copy of the consolidated financial
statement of Hughes Electronics Corporation (a parent company of
Hughes Communications, Inc.) for the year ended December 31,
1996, including the report of Deloitte & Touche LLP, the company’s
independent certified public accountants, as published in the 1996

annual report of Hughes Electronics Corporation.

September 22 1997




